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Differentiation of interest rates 


by O. TOIKKA, 
Chief General Manager of Pohjoismaiden Yhdyspankki / Nordiska Féreningsbanken 


The question of the interest level and its ramifications is one of the most 
disputed in monetary policy; even the so-called »interest effect» has been 
debated. Without entering into details of the interest level problem, I 
should like to consider here the differentiation, or grading, of rates of 
interest. My survey is concerned chiefly with the rates of interest applied 
by the Finnish commercial banks. 

Differentiation of interest rates implies the application of different rates 
according to the type, purpose, range, of the credit granted. Before the war, 
it was customary in Finland to grant sure credits and those important for 
the national economy at lower rates of interest, while a higher rate was 
stipulated for credits which, for one reason or another, were not willingly 
undertaken. Higher rates were generally also applied to small credits 
because they incurred relatively more work and expense for the banks. 
In the same way, temporary clients were made to pay a higher rate, for they 
are not usually of continuous benefit to monetary institutions. Another basis 
for the determination of interest rates was the period for which the credit 
was granted. Short-term credits, payment of which could reasonably be 
expected on the agreed date, were subject to lower rates than were long- 
term credits, since the former, from the point of view of the liquidity of the 
bank, were much more attractive. The same practice was, and is, followed 
in other countries. 

Not unnaturally, war-time regulations affected in one way or another 
even the rates of interest but it is not nearly so obvious why today, so many 
years after the war, Finnish rates of interest on credits granted are still 
tegulated to a very considerable extent. This applies particularly to the 
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rates for credits granted by the commercial banks. In practice, their 
regulation is effected mainly through a condition on re-discounting imposed 
by the Bank of Finland: the bank making use of re-discounting facilities 
must not exceed a certain level of interest rates in its credit accommodation. 
In the early spring of 1959, for instance, the Bank of Finland declared that 
only bills of exchange running at a maximum rate of interest of 6? per cent 
were acceptable for re-discounting, and the general condition for the right 
of re-discounting should be that the monetary institution in question should 
not stipulate a higher rate than 7 per cent for the credits it granted. Since 
money has been continuously short, the commercial banks have been 
unable, except periodically, to manage without the re-discounting right, 
and they have therefore been compelled to submit to this kind of regulation 
of interest rates. 

It may, perhaps, be maintained that, since it has been impossible to 
increase beyond a set limit the rates of interest for credits granted, the 
interest paid for deposits should have been reduced to achieve a differentia- 
tion of rates. This, however, has been prevented by a shortage of capital 
and the resulting competition for deposits. In order to keep a satisfactory 
interest margin it has been essential to insist on the highest permissible rate 
of interest for almost all credits. This has had the absurd result that the 
rates charged for good credits have had to be kept at roughly the same level 
as those charged for poor credits, the rates for large credits often the same 
as those for small, while in determining the rate of interest, purpose of the 
credit has been immaterial. In other words, it has not been possible, although 
it would have been advisable, to favour credits of primary importance to the 
national economy while applying a brake to those of lesser importance. 

The Bank of Finland was already showing a tendency towards 
differentiation of interest rates in the early 1950’s, but the results at that 
time remained modest. More progress was made a year ago when the Bank 
of Finland made it permissible for the monetary institutions to apply a 
rate exceeding 7, but not 8, per cent to a total of credits not exceeding 10 
per cent of the bank’s total credit accommodation to the general public. 
The general condition was that the re-discounting monetary institution did 
not charge a higher rate than 8 per cent in its credit accommodation. This 
flexibility was further extended last winter in that the interest limit of 8 per 
cent was allowed to apply to 20 per cent of the total credits granted. One 
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condition for the change of rates was that the weighted mean rate of 
interest on credits granted by monetary institutions should not exceed 7 
per cent. One may remark with pleasure that this is the right way to dif- 
ferentiation. The banks may to some extent reduce the rates of interest for 
credits they wish to favour, while for less valuable credits, the granting of 
which is not to be recommended, a higher rate may be charged, thus showing 
the red light. 

There is still a quite considerable difference between the present situation 
and that which existed between the two world wars — and which now 
prevails in many other countries. A few examples will suffice to illustrate. 
In 1928, when the interest level was admittedly much higher than it is 
today, the rate applied to bills of exchange by Pohjoismaiden Yhdyspankki/ 
Nordiska Féreningsbanken, and generally by other bigger commercial 
banks, too, ranged from 74 to 10 per cent, and even, in exceptional cases, to 
11 per cent. The rates charged for loans showed less variation but usually 
fluctuated between 9? and 10? per cent, and the rates of interest charged on 
cheque accounts, including commissions, were roughly similar. In the years 
following, the rates of interest dropped considerably but the differentiations 
remained relatively the same. At the beginning of 1937, for instance, the 
bill of exchange rates for our bank ranged from 5} to 7}, and loan rates 
from 6} to 7}, per cent. The differences subsequently diminished steadily 
until early in 1960. This is clearly seen, for example, in the distribution of 
rates of credits granted by our bank at December 31, 1959. The maximum 
rate at that time was 7 per cent, and was applied to more than 80 per cent of 
all credits granted. It had not, therefore, been possible to apply the necessary 
differentiation. According to bank statistics for last year, the bill of exchange 
rates of the two biggest banks in Finland ranged from 6} to 8 per cent. 
The same was true of loans, and the rates were at least roughly the same for 
cheque accounts. Recalling, however, that an 8 per cent rate could only be 
charged for a maximum of 10 per cent of credits granted, the rates of 
interest, with a few exceptions, remained at 64 to 7, and mostly at 7 per 
cent. Differentiation, therefore, was very slight, and has remained so this 
year, in spite of an increase. 

As for foreign countries, the bill of exchange rates of commercial banks 
in Sweden, for example, ranged at the close of 1960 from 5? to 8 per cent, 
and loan rates ranged from 5} to 8 per cent, while for overdrafts the 
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differentiation was slightly smaller. According to recently published bank 
statistics for Western Germany, the discount rates of commercial banks 
have usually ranged from 5 to 7 per cent. For cheque accounts with a right 
to an overdraft it should be pointed out that while the commonest rate, 


including commission, is 74 per cent, interest of 9—10 per cent is charged 
on overdrafts. In Great Britain, too, the rates are definitely differentiated. 
The London banks today charge 6} to 8 per cent for first-class bills of 
exchange and 7 to 84 per cent for cheque credits. Under certain circum- 
stances the differences are still greater. 

I have tried to show that, in a variety of contexts, the interest level 
charged in Finland compared with the rates of other countries is not 
nearly so high as is generally believed, when all the commissions and 
expenses charged by foreign banks are taken into account. Recently, the 
difference has narrowed — if it has not swung to the reverse. This is 
obvious from the few figures quoted above and lends support to a greater 
differentiation of interest rates in Finland, whether it be by extending the 
percentage of credit accommodation on which banks are entitled to charge 
an 8 per cent rate, or by a direct raising of the ceiling rate for a few less 
important credits. The latter course might be particularly applicable since 
some monetary institutions already often charge higher rates for credits 
than do the commercial banks. With the currently prevailing trends, 
especially if imports continue at their precariously high level, it would not 
hurt much if the rates of interest were in some cases slightly raised. In many 
countries a general raising of rates throughout has been deemed necessary, 
- and even in Finland there might have been valid reason for it. 

From the foregoing it should be clear that a greater differentiation of 
interest rates would make it possible to favour credit accommodation 
important to the national economy and to put the less important at a dis- 
advantage. Support could also be provided for enterprises of low 
profitability but which, taking into account other considerations, should be 
given a chance to operate. Finally, greater differentiation would make it 
possible for monetary institutions to devote more attention to the 
profitability — or unprofitability —, to the banks themselves, of the bank 
transactions of various clients. 
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International survey 


On the threshold of autumn, international business trends seem to 
differ in many ways from those of a few months ago. In the United States, 
the fourth post-war recession is now over. In Western Europe, where 
expansion has continued for over two years and where signs of a change 
were discernible in the spring, the boom seems to persist. The swing 
anticipated for the autumn of 1961 has failed to set in, and provided the 
situation in Berlin, or in any of the other international trouble-spots, is not 
suddenly aggravated, good times may be expected to continue at least 
until the turn of the year. 

The present upswing, however, bears slightly the stamp of an armaments 
boom. In conjunction with substantial investment and a brisk general 
demand for goods, this has in many quarters led to a rise in costs. Both in 
the States and in some West European countries the problem of inflation 
is consequently more topical than it has been for years, and this may bring 
changes in the economic policy of these countries. In Great Britain a 


change in economic policy has already taken place, though in part for 
other reasons. 


Upswing in the United States 





It has already been pointed out that the recession in the States was the 
mildest since the war, and recovery thereafter has been the most rapid. 
The business world looks forward with confidence to the winter, especially 
since government measures are expected to stimulate the economy still 
further. Figures available for the second quarter of 1961 already indicate 
unusually good developments. The gross national product, for example, 
teached a level corresponding to an annual value of 516 000 million dollars, 
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June, after increasing conti- 
nuously since February, but this may have been a seasonal change. 

Private car sales, which always play a central part in any evaluation of 
the U.S. economy, were in May-June at a level 7 per cent lower than the 
level of May—June 1960. It should be borne in mind, however, that car 
sales earlier this year had been as much as 20 per cent lower than in the 
previous year. By July 20, retailers’ stocks of unsold cars numbered 920 000, 
which was 144000 fewer than last year. Production for 1962 has now 
begun. One cannot, however, overlook the fact that the motor car industry 
may suffer later in the autumn from the strikes that are generally predicted. 

Construction of dwelling-houses and highways is also at a high level. 
Housing production in particular has been stimulated by new, cheap 
loans; the total of new dwellings completed in June was 38 per cent higher 
than the nadir reached in December 1960. Highway construction has been 
helped by public funds. 

Another stimulant for business was the military emergency programme 
which President Kennedy announced early in August. The defence budget 
was thereby increased by 3 500 million dollars to no less than 47 500 million 
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dollars, within a total budget of some 90 000 million. Since, according to 
the President, the funds required will not be collected through new taxes 
but by running a budget deficit, the admistration is sowing some seeds 
of inflation. This, at least, was how Wall Street interpreted the matter 
immediately after the rearmament programme had been published. Within 
ten days, Dow Jones’ index for industrial securities went up from 680 to 
720, and has remained at about 718-720. | 

It has been said that in its economic policy the Government now has 
to choose between expansion and a higher degree of employment on the 
one hand and a stable price level on the other. Unemployment, despite 
all the progress made, is an extremely serious problem in the United States. 
In July, the unemployed numbered 5.14 million, 6.9 per cent of the total 
labour force. Unemployment on this scale is bad enough during a depres- 
sion, but during an economic upswing it is nothing short of ominous. 
In these circumstances, the Government seems more anxious to stimulate 
business life than to check the upswing in its attempts to stabilize prices. 
The value of money in the United States has in the last ten years depreciated 
annually by 2 to 3 per cent, but there are people who consider this a 
reasonable price to pay for continuing expansion. It remains to be seen 
whether the authority responsible for the value of money in the United 
States, the Federal Reserve Board, shares this view, or whether it will deem 
it necessary to introduce a more restrictive monetary policy than hitherto. 

Together with unemployment, the question of a sufficient long-term 
production increase is a crucial problem in the United States. According 
to recent statistics compiled by the American Trade Department, the 
production of steel in the U.S.A. fell considerably in the first half of 1961 
from the figure for the same period in 1960: production in 1961 was 44.9 
million tons, nearly 16 million tons less than for the corresponding period 
in 1960. The production of steel in the first half of 1960, however, had 
admittedly reached a particularly high level to make up for the production 
lost during the 116-day strike at the end of 1959. Total steel production 
for 1961 is estimated at some 100 million tons. According to the same 
source, steel production in the Soviet Union amounted to 38.4 million tons 
in the first half of 1961, which is 3.1 million tons more than during the 
same period in 1960. Japan took fourth place (after W. Germany) among 
the world’s steel producers, thereby surpassing Great Britain. 


113 


SPOILAGE IE EEE ELE LORE LLL LOLS SOG ETE IG 








Crisis in Great Britain 





Economic developments in the United Kingdom have been fraught 
with contradictions. In the last few years, the country has enjoyed a boom 
though production has not appreciably increased. The boom attracted 
greater imports while stagnation in industrial production resulted from 
unsatisfactory development of exports, itself the result of the inability of 
British goods to remain at competitive prices on the international market. 
The logical consequence of all this was the serious balance of payments 
crisis this summer, the latest of a long post-war series. 

The industrial production index (195 4=100) has shown little movement. 
Between April 1960 and March 1961 it hovered between 120 and 121, and 
rose in April-May 1961 to 122 and in June to 123. A moderate increase 
may be expected later this year, since the demand for consumer durables 
and some capital goods has risen. Investment has remained unchanged at 
the same high level, and as a result, employment figures are the best since 
1956: the total of unemployed in July was approximately 265 000, which 
equals 1.4 per cent of total man-power. There is, however, a considerable 
shortage of skilled labour: the official figure for the total of unfilled vacan- 
cies is no less than 360 000. It is therefore quite natural that wages and 
salaries should have gradually been forced upward. The index of weekly 
wages (January 1956=100) stood in July at 125.0, whereas the figure for 
the previous July was 119.8. 

Since high production costs have long harassed British industry, this 
increase is serious enough. A comparison with the development in some 
other countries is particularly revealing. While British export prices have 
risen since 1953 by an average of 10 per cent, the corresponding increase 
in German prices has been 2 per cent, and export prices for Belgian, French, 
Italian and Japanese products are claimed to have fallen by something 
between 2 and 9g per cent. This difference is naturally the result of a different 
development in productivity. In Great Britain, wage increases have can- 
celled the effect of the production-raising measures which have been 
introduced. 

The currency situation constitutes a special problem. While the foreign 
exchange reserve normally grows during the early months of the year, 
this year it fell from 1 154 million pounds sterling at the turn of the year 
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to this development, rumours 
in the spring about a devalua- 
tion of the pound also had a 
weakening effect on the British currency reserve. »Hot money» began to 
find its way out of London, and it became obvious that the British 
Government would be compelled, sooner or later, to take drastic steps to 
control the situation. 

The steps were announced on July 25. The discount rate was raised 
from 5 to 7 per cent, and at the same time as measures were taken to 
strengthen the liquidity of commercial banks, banks were advised to be 
still more restrictive in their credit accommodation. This applied particu- 
larly to credits for building purposes; the government itself had shown 
the way by abolishing the state building loan fund of 40 million pounds 
sterling per annum which had been established in 1959. The regulations 
on hire-purchase trade were also tightened, but the most serious measure 
for the man in the street has probably been the 10 per cent taxincrease on 
all articles hitherto subject to import duty or sales tax. In addition, the 
Government announced cuts in public expenditure and a wage freeze for 
all local and central government employees. 











In order to bolster the exchange reserve, the International Monetary 
Fund placed at the United Kingdom’s disposal a credit of 535.7 million 
pounds sterling (1 500 million dollars), in nine different currencies. This 
was immediately available, while in addition a so-called stand-by credit 
of 178.6 million pounds (500 million dollars) was granted which could be 
drawn on during the next twelve months. This is the biggest transaction 
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which the Monetary Fund has so far undertaken, and it is worth mentioning 
that the United Kingdom, at the moment of the transaction, was not in 
debt to the Fund. Once before, in connection with the Suez crisis, the 
IMF placed a similar stand-by credit at the British Government’s disposal 
but it was never drawn upon. The chances of re-payment according to 
plan are considered to be good; the loan, incidentally, had an immediately 
favourable effect on quotations for the pound sterling. The raised discount 
rate, too, will obviously draw international capital back to London. 

There seems to be a generally held opinion in Great Britain that these 
measures have by no means solved the central problems of the country’s 
economy. These problems are, in fact, structural and therefore much more 
deeply rooted. Even though the currency situation has now been mastered, 
the Government faces difficulties of another kind. Among other things, 
serious wage disputes are forecast not least among government employees, 
and the autumn will be decisive in more ways than one. Another difficult 
problem is association with the EEC, but this subject will be discussed 
later. 

To what extent do these events affect the sales of wood, pulp and paper 
on British markets? The question is difficult to answer. On the one hand, 
the higher discount rate and credit restrictions must have their repercus- 
sions on timber stocks. Building, however, will not be appreciably checked, 
though the brake will be applied to the strong increase shown in recent 
yeats. On the other hand, the British Ministry of Finance reckons with a 
general increase in production of some two per cent during the next twelve 
months. The American upswing, for example, is expected to stimulate 
exports to the United States. If this expectation is fulfilled, British demand 
for woodworking products — except for stockpiling — will remain 
unchanged. 


Continued expansion in Western Europe © 





In the spring there were signs of a weakening in business trends in 
Western Europe. The expected change, however, did not occur, and the 
boom continues although at a considerably slower pace. In contrast to the 
situation in the United States, the obstacle to a continued production 
increase at the same rate as hitherto is, in the’ industrial countries of the 
European continent, primarily a shortage of capacity. Shortages in industrial 
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Industrial production in EEC and EFTA countries. 
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capacity and the labour force also result rapidly in price and wage increases, 
es and for this reason the risk of inflation is at present considerable. 
4 Our diagram shows that industrial production has increased consider- 


ably more quickly among the Six than in Great Britain and the other 
EFTA countries. In the German Federal Republic the strength of the expan- 
sion is still unchecked. During the first quarter, industrial production was 
a good 9 per cent higher than during the same period last year. In June, 
seasonally a poor month, production was 6 per cent higher than in June 
1960. The total of orders in hand is satisfactory: in June 1961 it was about 
7 per cent above the level of the previous June. It may be mentioned that 
the amount of orders received from foreign countries has decreased 
somewhat while orders from domestic buyers have increased. In other 
words, the export boom has weakened, and German industry is feeling 
increasing competition from foreign countries. 

The shortage of labour is still great, despite the flow of refugees from 
East Germany. It is reported that the total number of vacancies at the end 
of the first half-year was 570 000 while the labour available equalled only 


one-sixth that figure. Foreign man-power employed in the Federal Republic 
has increased in one year from 230 000 to 490 000. 





In spite of a number of wage changes, the price level has remained 
largely stable during recent years. Since the turn of this year, however, 
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the cost of living has been on the increase. In June the index (1958=100) 


rose by 0.7 per cent to 105.6, which implies a rise of 2.9 per cent during 
the last twelve months. This tendency has resulted in increased pressure 
on the wages front, and the long praised stability of the West German 
economy is therefore in danger. 

Despite the difficulties in North Africa, economic developments in 
France have been a story of uninterrupted expansion. The total number 
of orders held by industries is still very good, and the production figures 
available indicate that the increase this year is of roughly the same size as 
that of 1960. This includes, among other things, an improvement to date 
of 6 to 9 per cent for steel works and of about 10 per cent for the engineering 
industry, with a similar increase in production for other industries. Price 
developments have generally been moderate; the wholesale prices index 
(1949=100), for example, stood at 179 in June, 1961 as against 177.4 in 
June, 1960. The cost of living shows a similar movement. A general rise 
of 4 per cent had been forecast on the wages front for 1961, but by the 
end of June wages had already risen somewhat more than this, and further 
increases are expected during the autumn. In order to prevent concomitant 
price increases, the Government is preparing a series of counter-measures. 
Whether they will be enough to stop another wave of inflation remains to 
be seen. 

In Jtaly, too, the boom continues almost unabated. Industrial production 
increased during the first half of the year by 9 per cent over the same 
period in 1960. Building is at a record high level, as is the stream of tourists. 
But like most of the Western European countries, pressure on the price 
and wage fronts has increased heavily. Prices have been on the rise, and 
since wages are, according to agreement, bound to the index, they have 
followed suit. 

Sweden is probably the Northern Country which at the moment shows 
the most marked boom trend. The tempo of industrial production, however, 
shows now signs of slowing down: in May 1961 production was 6 per cent 
higher than in May 1960, but in June the increase was only 2 per cent. 
Increases during the second quarter were biggest in engineering, in the 
electro-technical industry, and in prefabricated timber-house factories. 
Both paper and engineering industries are looking forward to heavier 
flow of export orders in the autumn. The price level has so far been 
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increasing only slowly: the consumer price index, for example, has risen 
by scarcely 3.5 per cent in the two years since the summer of 1959. Since 
the demand for labour has been very great, the wage level has risen con- 
siderably, and the disproportion between the rise in income level and the 
increase in production is therefore growing more and more conspicuous. 
Income is expected to increase this year by an average of no less than 
10 per cent, while the growth in production will obviously be considerably 
smaller. Wage negotiations this autumn are therefore expected to be 
unusually tough. 


EEC and EFTA 


On July 31, Prime Minister Macmillan announced that Great Britain 
intended to apply for membership of the EEC. This application has now 
been made, and Denmark has followed suit. A complete change has thus 
been introduced into the prevailing schemes for economic and political 
cooperation in Europe, but at the same time it is clear that prolonged 
negotiations will be necessary. Association proper can hardly be thought 
of before January 1963, and the forms which such association might take 
are as yet impossible to predict. The first stage will obviously be reached 
on September 26, when the British and Danish applications are taken up 
by the EEC Council. Negotiations proper will begin in October. 
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Great Britain has thus formally submitted to the EEC an application 


for membership. At the same time, however, she has let it be understood 
that association can only take place on certain conditions, and the Treaty 
of Rome will have to be modified in a number of points. First and foremost, 
Great Britain will seek to secure the interests of Commonwealth trade. 
One party in the negotiations, however, is France, whose uncompromising 
attitude three years ago was responsible for the failure of a pan-European 
free trade project. What is the French attitude today? Agricultural product 
prices may not constitute an insoluble difficulty so far as the French are 
concerned, but the whole question of the position of the British Com- 
monwealth creates a complex of problems. One solution suggested has 
been a possible association of Commonwealth countries with the EEC, 
on the pattern of association found for the French colonies. Apart from 
such questions of purely commercial policy, there is a political side to the 
issue which is at least equally complicated. According to some views 
voiced in France, no neutral country should be accepted as an EEC member. 
This would mean that the NATO countries — Great Britain, Portugal, 
Denmark and Norway — could join the EEC without more ado, whereas 
the neutral countries — Sweden, Switzerland and Austria — would be left 
outside. It is not yet known how far this view coincides with official 
attitudes, but it is certain that in France, more than anywhere else, the 
political as well as the economic objectives of EEC are strongly held. 

It might here be mentioned that the Six are by no means completely 
unanimous about even the economic objectives of the association. The 
economic ministers of the member countries, at a recent meeting, failed 
to decide on the 20 per cent customs reductions proposed for the beginning 
of 1962 and which would have cut the original duty rates prevailing between 
member countries by 50 per cent. As a result, rates will only be cut by the 
previously agreed 10 per cent. 

There are thus many obstacles to be overcome before Great Britain 
is accepted as a member of the EEC. This is even more true for the other 
EFTA countries. The obstacles appear to be slightest for Denmark. Norway 
is expected to apply for membership immediately after the Norwegian 
parliamentary elections in September. The Swiss and Swedish governments, 
on the other hand, have announced that immediate association is not at 
the moment topical, but the prerequisites for association will be closely 
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studied. Austria’s attitude is roughly similar, but regardless of the attitudes 
adopted by the different countries, the European Free Trade Association 
must be expected, in the light of recent events, to begin gradually to 
disintegrate. 

There is at the moment no joint course which the Northern Countries 
might pursue — a fact which makes the subject particularly difficult for 
Finland. Clearly, Finland cannot withdraw from general European 
economic cooperation; her participation is dictated by both her economic 
structure and her extensive foreign trade. All the arguments put forward 
some time ago in favour of Finland’s association with EFTA, hold good 
even now. The present situation, on the other hand, is fraught with still 
greater problems of commercial and foreign policy. Bearing in mind 
Finnish neutrality, an official announcement of Finland’s attitude to the 
EEC will be long in coming. The general outlines must first be clearer. 
A valuable guide will be provided by the neutral EFTA countries listed 
above; their problems are very similar to ours, and they, too, have so far 
refrained from committing themselves. 
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The economic situation 


Favourable business trends in Western Europe and the recent upswing 
in the United States support the assumption that Finland’s boom will also 
continue at least to the turn of the year. The change of trend which so 
many forecast has been deferred. 

The heavy growth in exports has been particularly responsible for 
increased economic activity in Finland. As late as in spring, the national 
product was predicted to rise by some 5 per cent this year. Developments 
in recent months, however, suggest that the increase will be more in the 
region of 6 per cent. In some sectors, such as building, commerce 
and particularly services, there has been a definite above-average increase 
while in manufacturing industries and forestry, too, the increase has been 
good. Private investment has remained lively, even though it has not 
increased in the way it still did in the early months of the year. In public 
investment, on the other hand, there has been a certain falling-off, primarily 
because the Government has postponed some works for a less fortunate 
time. 

One characteristic of the present cycle is a heavy increase in consump- 
tion. Earnings are now about 10 per cent above last year’s, and may con- 
tinue to grow. Since production, however, has failed to keep pace, Finland, 
like most of the other West European countries, is beginning to feel cost 
pressure. So far, however, the price level has remained surprisingly stable. 

On the basis of the present situation, the outlook may be summarised 
as follows: 

(a) the demand for pulp and paper industry products is so brisk that 
capacity, even after expansion, may for the moment at least be utilised; 

(b) on the sawn goods market, the situation is tightening slightly, 
and sales figures will remain below those of last year; 
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(c) the demand for round timber continues to be good; 

(d) as a result of industry’s growing need for raw timber, fellings will 
continue to be at least as brisk as those of the last felling season; the 
stumpage price for large-sized timber, however, may fall slightly; 

(e) crops, because of the late summer weather, which in western parts 
of the country was occasionally nothing short of catastrophic, will remain 
poorer than the early summer seemed to promise; 

(f) the total number of orders held by the metal-working industry 
and shipyards is good. With the aid of the 25 million dollar credit granted 
by the International Bank for Reconstruction and Development, Finland’s 
forest industry will be able to place an increased number of orders with 
domestic engineering shops; 

(g) the increase in industrial investment — and building in general — 


will be somewhat retarded; 


(h) employment will remain at a high level, at least until the close of 
the year; 

(i) consumer demand will increase to some extent and will primarily 
strengthen commerce and certain home market industries; 

(j) credit markets will remain tight. 

This is what immediate developments looked like at the turn of August- 
September. In the long run, however, it must be remembered that the 


123 














SERRE 


IBRD loan mentioned above, The development of industrial production 


granted in toto to woodworking 








7% 


enterprises, will make possible fo 


the continued extension of ex- 
port industry. At the same time _ 
this credit will also contribute 
towards maintaining investment 
at a high level. 


By the time these exten- 








sions are completed and our 


industries are looking for i 


: < r | ik i Wet um wht ou om 
markets for their increased an an ane 


Vil bom WwW 
1961 





























output, the trading situation in 
: The columns illustrate the change, per cent, in production 
Western Europe will obviously compared with the corresponding period of the preceding year 
(per working day) 
be different from what it is 
now. The attitude to be adopted by Finland to the large-scale market 
now in the course of development may therefore be among the most 


important questions facing Government and industry the following year. 


Industrial production 





has maintained a perceptibly higher level than last year in almost all 
branches. The average increase over the previous year’s figures was about 
8 per cent in the second quarter of 1961. Finland’s rate of industrial growth 
is therefore among the highest in Europe, in spite of the fact that it fell 
short of last year’s level, when the volume of industrial production in 
Finland grew by no less than 14 per cent. 

During the spring and autumn, a stronger demand by consumers has 
narrowed the difference in production increase between industries catering 
expressly for consumption and those supplying investment goods. The 
former grew in the early months of the year by 7, and in the second quarter 
by 8, per cent, whereas the figures for investment goods were 10 and 9 
per cent, respectively. 

The increase shewn by the textile industry in the second quarter of 
1961 is particularly remarkable. In the first quarter of 1961 the increase 
over the previous year’s production figure was only 3 per cent; for the 
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second quarter of 1961, the corresponding figure was 12 per cent. Produc- 
tion figures for the beverage and tobacco industries grew by approximately 
the same amount; indeed, the increase in these industries for the first half 
of the year was, at 15 per cent, relatively the greatest achieved. Foodstuffs, 
rubber and leather goods showed an increase over 1960 of only 2—3 per 


The development of industrial production 





Growth, per cent 























Branch Ist 2nd Ist+2nd 
quarter | quarter | quarters 
60-61 60>61 60-61 

Manufacturing industry 8 7 7 
Metal 9 8 9 
Paper 12 14 13 
Foodstuffs 2 3 3 
Timber 2 —10 — 5 
Textiles 3 12 6 
Printing 5 3 4 
Chemicals 2 8 5 
Clothing etc. 8 9 9 
Ceramics, glass, etc. 12 12 II 
Breweries and tobacco 20 II 15 
Leather, rubber, etc. 2 5 3 
Electricity, gas and water 7 13 10 
Mining industry 15 5 10 
Total industries 7 8 7 


cent. It is remarkable that actual output of paper and pulp has grown this 
year by some 13 per cent, and metal industry production by about 9 per 
cent. Production of building materials has also been considerably higher 
than it was a year ago. Cement production increased by 16 per cent 
over January-June 1960, and the production of bricks rose by approxi- 


mately the same figure. Only in sawmill production has there been any 
degree of contraction. 


In forestry 


the total fellings for the logging season that ended in May proved to be 
greater than expected. Fellings for commercial purposes increased by 
nearly 8 per cent over those of the preceding season (over the season of 


1958-59 the increase was up to 35 per cent), and totalled 47.8 million 
cubic metres piled measure. 


Since timber was also felled for other purposes, not least for rural 
domestic use, to an estimated total of 16-17 million cubic metres piled 
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measure, it may be said that aggregate fellings amounted to a total of some 


64-65 million cubic metres piled measure. In terms of cubic metres solid 
measure this equals fellings of approximately 48 million cubic metres. 
The annual increment in Finnish forests is now calculated at about 46 
million cubic metres solid measure, and it is thus obvious that, especially 
in regions close to industries, the problem of excessive fellings is becoming 
increasingly important. In these circumstances, specific attention has been 
devoted to the possibility of increasing the annual increment through 
intensified silviculture. 


Fellings for commercial purposes 

















Fellings season Growth in% 

Wood Go/6r | s9/60 | 58/59 | Go0/6x . 59/60 

I 000 cu.m., piled measure 59/60 58/59 
Thick softwood 14 264 14 758 9 843 = 3 50 
Thick hard-wood 2 073 1 860 I 275 II 46 
Spruce pulp-wood 15 048 12 649 II 254 19 12 
Pine pulp-wood 7 195 7 264 6 116 -— 1 19 
Pitprops 904 735 I 027 23 —28 
Firewood 5 780 5 063 4505 14 12 
Other kinds 2 523 1 976 I 254 28 58 
Total 47787 44305 35 274 8 26 


The attached diagram and graph show the development of both total 
fellings and the fellings of individual tree species in recent years. They are 
self-explanatory. If the composition of market fellings for the last logging 
season alone is considered, a slight contraction is noticeable, compared 
with the previous year, for the fellings of large-sized timber, while the 
fellings of other kinds of timber generally made a pronounced increase. 
Developments have thus followed the general trend noted in the output 
and sale of woodworking products. The demand for sawn goods has not 
been as brisk as it was a year ago, but exports of other woodworking 
products have generally grown remarkably. The fact that firewood fellings 
have again shewn a marked increase is largely the result of the demand 
for firewood for increased steam power production. 

Stumpage prices have also increased over those of the previous season 
by an average of almost 30 per cent. Since numerous forest sales were 
concluded, the forest income earned by private owners may be estimated 
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to have grown by 14 to 15 o90 million marks over the previous year, to 
a total of some 54000 million marks. 

The increase in fellings was relatively greatest in central and northern 
parts of the country. In the Oulu region, fellings increased by no less than 
21 per cent, while in the regions of Rovaniemi, Kajaani and Jyvaskyla the 
increase was 13—14 per cent. Elsewhere the rise was less remarkable. 

At the moment, it is still early to forecast the outcome of the felling 
season that started on June 1. As in previous years, the outlook will become 
clearer with the Forest Service auctions which start on September 19. 


The quantity of sawn timber offered for sale will probably be somewhat 
less than a year ago. 


Building 

activity in recent months has continued at a record pace. Final building 
Statistics are admittedly not yet available for more than the first quarter 
of the year, when building production was calculated to have maintained 
a level no less than 15 per cent above that of the first quarter of 1960. 
The amount of new building completed was roughly 22 per cent more 
than in the corresponding period of 1960, though the increase in 


uncompleted buildings was only 5 per cent over the 1960 figures. Since 
the building permits granted also showed only a 1 per cent increase over 
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the corresponding quarter of 1960, this, too, would seem to indicate a 
slackening in the pace of growth in building. | 

The actual degree of this slackening of pace is naturally difficult to say 
before the statistics for the second quarter of the year are available. One 
basis for an estimate is provided by figures for cement sales. During the 
first quarter of the year, these were still increasing by 18 per cent over 
1960, while at the same time building volume is calculated to have increased 
by 15 per cent. During the spring and early summer, the increase in 
deliveries was no longer more than half the percentage increase for the 
early months of the year. This is further evidence to suggest that the 
increase in building may be contracting. 

The situation naturally varies in different branches of the building 
industry. Rural building today is quite obviously well on the increase, 
whereas the urban increase seems to be growing gradually less pronounced. 
This, however, is not true of the production of living accommodation, 
still less of houses and flats to let; in this sector of the industry, production 
has continued at an increased rate. Some 38 per cent more living accom- 
modation was completed, and some 4o per cent more new dwelling con- 
struction was started, during the first quarter of the year than during the 
same period of 1960. This high pressure, especially evident in the produc- 
tion of urban dwellings is largely the result of the fact that the present Tax 
Reliefs Act will expire at the end of 1962. 


Foreign trade 





Sales of our most important export products have remained good during 
the boom. In the first half of the year, exports totalled 141 600 million 
marks, a figure 7.3 per cent higher than that for last year. At the same time, 
however, imports have also exceeded last year’s figures. For the first six 
months of 1961 total imports amounted to 179 200 million marks (7.6 per 
cent more than last year), and the balance of trade at the end of June hence 
showed a deficit of nearly 38000 million, a little more than in the 
previous year. Quantitatively, imports seem to have increased rather more 
than exports, for import prices have been at a lower level, export prices at 
a higher level, than they were last year. On the basis of developments to 
date, export earnings for the whole of 1961 are estimated at some 345 000 
million marks (317000 million in 1960) and imports at some 365 000 
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The Balance of Trade, 1 000 million marks million (33 9 000 million) The 


ms import surplus would thus be 
the same as last year’s. 

During January—June, no 
less than 79 per cent of Fin- 
land’s export income came from 
woodworking products and 
round timber. Their sales have 
in fact exceeded last year’s in 
almost every section, and only 
a sulphite pulp mechanical pulp, 
xi and plywood have shown ship- 
The curve shows for each month the deficit (—) or surplus ments smaller than last year’s. 
(+) of foreige vod of the mouth conceacd. ~~ According to data for January— 

June, quantities of sawn-goods 
exports were slightly higher than a year ago. Increased exports, on the 
other hand, are indicated by shipments of products such as sulphate 
pulp (5 per cent), cardboard (48 per cent), round timber (38 per cent), 
fibreboards (12 per cent) and newsprint (18 per cent), though no far- 
reaching conclusions can be drawn from this since shipping conditions this 
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year, thanks to the mild winter, were exceptionally favourable. Exports of 
metal industry products were lower in the first half of 1961 than in the 
same period 1960. 

Sales of sawn goods had by mid-August exceeded the 950 000 stds mark, 
though this is about 100 000 stds less than at the same point last year. 
Although the sawmill output is expected to approach last year’s level, the 
1960 export record is scarcely attainable; shipments will remain at about 
1 050 000 stds as against 1 137 000 stds last year. It is useful to remember 
here the already mentioned economic steps taken by the British Govern- 
ment, and their repercussions on the exporting possibilities of Finnish saw- 
mills. It is true that industrial consumption of sawn goods in Britain was, 
during the first half of the year, approximately 6 per cent higher than it 
was last year. On the other hand, buyers’ stocks are still relatively high, 
and there are signs that a reduction in such stocks is now to be expected, 
since higher interest rates make their maintenance prohibitively expensive. 

The timber market, generally speaking, has been fairly slack this 
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summer. European buyers have been somewhat reluctant recently, the 


ptesent outlook is still somewhat vague. Since the bulk of this year’s 
sawings, however, has already been placed, the current situation will not 
have time to make any appreciable effect on this year’s shipments, but it 
must be admitted that the outlook for next year has deteriorated. The price 
of whitewood has fallen by roughly 10 per cent since the beginning of the 
yeat while u/s redwood has so far kept at roughly the same prices. On the 
whole, this year’s price level has been so much higher than last year’s that 
sawmill export earnings will evidently surpass those of last year despite 
reduced shipments. 


Foreign trade by trade-area, in Jan.-May 1961 






































Imports Exports an 

po Increase | Propor- Increase | Propor- | of trade 
t 000 k from ’60| tion 1000 | from ’60] tion I 000 

mill, m 9% mill. mk 9% mill. mk 
EFTA 53.1 22 35.0 38.1 17 34.3 —15.0 
EEC 52.0 7 34.2 33.0 24 29.7 —19.0 
East Block 29.4 — 3 19.4 18.4 -—2 16.6 —II.0 
Other countries 17.3 —27 11.4 21.5 -— 6 19.4 4.2 
Total 151.8 4 100.0 III.0 10 100.0 —40.8 


On the paper and pulp market, sales have continued to be satisfactory, 
even though competition by the United States and Canada is now more 
noticeable than before. Cellulose prices, for example, had to be cut by 1-3 
per cent on sales concluded for third quarter of 1961, but paper prices have 
so far remained unchanged. Association with EFTA gave Finnish producers 
an advantage with British paper mills, and our exporters now have access 
to their customers with the same tariffs as their competitors in the other 
EFTA countries. Another definite feature is the upswing in the United 
States which with time will probably reduce North American producers’ 
interest in European markets. 

Imports have continued at a dangerously high level. A study of the 
composition of imports during the first five months of the year shows that 
the figures for manufactured consumer goods have risen particularly 
sharply. The imports-of other goods — including investment goods — 
show only a slight increase over last year’s figures. 

Finnish trade has increased quite remarkably on the European market. 
Between January and June our imports from EFTA countries grew by no 
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less than 22 per cent compared with the figures for last year, and purchases 
from EEC countries similarly increased by 7 per cent. Our exports to the 
EEC area, on the other hand, grew appreciably more than those to EFTA 
countries (24 and 17 per cent, respectively). Trade eastward has been slightly 
less than it was a year ago, while a perceptible reduction has occurred in our 
other — e.g. USA — trade. The distribution of exports and imports by 
trade-area is seen in detail from the attached table. 

The foreign exchange reserve held by the Bank of Finland increased, from the 
beginning of the year up to mid-August, by 8 600 million marks and totals 
73 200 million. This is primarily the result of increased long- and short- 
term credits from abroad, for the trade balance has been clearly 


unfavourable. As it is, the foreign exchange reserve equals the total of 
imports for just over two months. 


Mototr-vehicle imports 





The heavy increase in motor-vehicle imports during the present boom 
has been an important factor in expanding imports. During 1960, total 
imports of all motor vehicles totalled 25 800 million marks, which was 


Motor cars registered 























Number | New registrations in Jan.—June 
June, 30th . 
1961 1961 1960 |Increase% 
Cars 196257 12990 10 825 20.0 
Vans 28 144 8 034 3 221 149.4 
Lorries 49 935 3 356 3958 — 15.2 
Buses 6 257 383 350 9.4 
Others 2719 124 91 36.3 
Total 283 312 24 887 18 445 34.9 


7 000 million or 37 per cent more than the year before, when imports had 
already increased considerably. The total number of cars and lorries im- 
ported last year was no less than 47 000, compared with 22 000 only three 
years ago. Developments have continued along these lines this year, while 
imports of private cars and particularly of delivery vans have increased 
heavily. The total for the first six months of the year is not yet available, 
but the increased imports are revealed by the registration of motor vehicles. 
During the period January-June, 21 024 private cars and delivery vans — 


in other words, 50 per cent more than during the same period last year — 
were registered. 
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Of delivery vans alone, 8 034, or 24 times as many as last year, have 
been registered this year. This is doubtless the result of a number of factors, 
the most important of which is apparently that the import of private cars 
from western countries is still regulated in Finland but delivery vans were 
free of control until June 1961. Interest in the purchase of a Western van 
was naturally increased by the knowledge that, unlike a private car, this 
would be exempt from the motor vehicle tax levied on import. 

The total number of motor vehicles in Finland at the end of June 1961 
was 283 300, including 196 300 private cars. Although imports are now 
brisk, the total of motor vehicles in the country is still very small from the 
international point of view. At the moment, for example, there are 23 
inhabitants in Finland to every private car, a figure which in Sweden and 
the other EFT'A countries was passed some ten years ago. The current 
number of inhabitants per car in Sweden is only 7, in the United States it is 
no more than 3, and in many countries of Western Europe it is between 
10 and 15. 

Viewed against this international background, the strong tendency in 
Finland towards increased motor vehicle imports is easier to understand. 
It is obvious that, with an improved standard of living, more and more 
people find themselves in a position to afford means of transport of their 
own. It is therefore quite likely that motor vehicle imports will continue 
to grow steadily in the next few years. 


Domestic trade 





Domestic trade turnover has continued to be considerably higher than 
a year ago. Retail sales for May and June exceeded the corresponding 
monthly sales for 1960 by no less than 12—13 per cent, and, since winter 
trading had almost reached the same level, retail sales for the whole first 
half of the year showed an 11 per cent increase over 1960. In the wholesale 
trade, on the other hand, turnover has increased appreciably less; during 
the first half of 1961, the increase over the same period last year was only 
slightly above 6 per cent. 

Several factors may be responsible for this difference in development. 
To start with, it seems obvious that the consumers’ greatly increased 
earnings have been channelled increasingly to retail shops, while at the 
same time the retarding of investment growth tends to reduce direct 
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deliveries to clients by the wholesale trade. Furthermore, stock-piling by 
retailers has probably already reached such proportions that financing is 
beginning to become difficult. Conscious efforts have therefore been made 
to reduce stocks, efforts which have doubtless been encouraged by the 
shopkeepers who feel that the new products imported will get cheaper once 
EFTA tariffs are cut. 

Of the different retail branches, the shops selling building requisites 
and a variety of currently popular household equipment and other consumer 
durables, have been most successful in increasing their sales. From January 
to June, they showed an increase of no less than 33 per cent over 1960 


Turnover in domestic trade 





| Increase in sales, per cent 














Sector | Ist 2nd 1st+2nd 

| quarter | quarter | quarter 

60>61 60-61 60-61 
Retail trade II II II 
Grocers’ shops 7 6 6 
Food and tobacco shops 4 2 3 
Textile, clothing and leather goods shops 17 15 16 
Hardware, electric and sports goods shops 29 36 33 
State alcohol monopoly 22 12 17 
Pharmacies 8 13 10 
Department stores 18 15 16 
Other retails 17 20 18 
Wholesale trade 6 6 6 
Volume of retail trade 9 9 9 
Volume of wholesale trade 5 4 4 


figures, and in the last few months this has risen even more. In numerous 
other branches the increase has been as much as 16-18 per cent, but it is 
noticeable, however, that in the two biggest branches of retail trade, i.e. 
in the shops of the rural districts and in those specializing in foodstuffs and 
tobacco, sales have increased relatively little: by 6 per cent in the former and 
only 3 per cent in the latter. 


Employment 





The continuing boom and the lively demand for labour, especially for 
forest work and house-building, are together responsible for the long 
quiescence of unemployment problems. Opportunities for earning money 
have been waiting, with rising production, both for the young age groups 
now entering the labour market and for those who, lacking occupational 
skills or suffering from difficulties encountered earlier by certain industries, 
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were formerly without regular Unemployed, per cent of labour force 
employment. Last spring, the 
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total labour force was calcu- 


lated to have exceeded by no 
less than 70-75 000 persons 
(nearly 4 per cent) the total for 
the previous year, and by some 
130000 the total for 1959. 
Another indication of the fa- 
vourable development of the 





labour market is that labour 
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three times as many vacancies 
to offer than there have been 
applicants available. 





A shortage of man-power has recently been partibularly noticeable 
in building and on forest work sites, but is also evident in many in- 
dustries and services requiring skilled labour. In conclusion, it may be 
said that public road and other construction work has under these cir- 
cumstances, employed this summer only half the labour force it did 
last year, which numbered about thirty thousand men. 


Prices and wages 





The price level has remained practically unchanged throughout the 
year while both retail and wholesale prices were in July 1961 only 0.7 per 
cent higher than in July 1960. Even this very slight increase may be said 
to have occurred already in the late summer of 1960. Consumer prices have 
since October stayed at 110 points (with the cost of living steady at 140 
points), while wholesale prices have actually fallen somewhat compared 
with the autumn of 1960. A similar stability in prices has been noticeable in 
the Stock Exchange and on real-property and motor-vehicle markets, where 
supply has gradually increased the better to meet demand. But the costs of 
building, especially wages costs, have continued to show a definite increase; 
the building cost index stood in July at 129 points, which is 3.2 per cent 
higher than it was at the beginning of the year and 4.9 per cent higher 
than it was a year ago. 
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Average import prices have in the course of the year fallen by some 4 
per cent, and this, together with the reduction of agricultural product 
prices this year, is responsible for the slight decline recently seen in whole- 
sale prices. The rise in consumer prices again has undoubtedly been checked 
to some extent by the cuts in tobacco and coffee prices which the Govern- 
ment achieved by tax reductions. Retail tobacco prices have fallen by 5—30 
per cent since February, coffee prices by approximately 20 per cent since 
June. 


Development of prices and wages (July 1958=100) 


in July 

1961 1960 1959 1958 

Consumer prices 107 106 101 100 
Wholesale prices 103 103 98 100 
— Domestic goods 108 105 99 100 
— Imported goods 93 97 96 100 
Cost of building 109 104 101 100 
— Building wages 118 104 100 100 
Share prices 14! 144 113 100 


Average wage rate/h in industry (men) 121* 111 105 100 


Prices are likely to remain stable in the near future, too. Firstly, the price 
increases usually involved in the adjustment of agricultural income will 
not occur this autumn since the compensation to farmers will this time be 
credited, according to temporary arrangements made in the spring, in the 
form of a so-called area increase on small farms and not of price rises. 
Similarly, it is obvious that the reduction of EFTA tariffs by 30 per cent 
(in some cases by 20 per cent) at the beginning of July, will lower to some 
extent the prices of goods imported from the EFTA countries, albeit that 
the consequences will not be seen until the new products have found their 
way onto shop counters. 

As for the development of wages and salaries, the general level of earnings 
has risen more than the collective bargains would have led one to expect. 
Thus the earnings of industrial workers (men) during the first quarter of 
the year were approximately 9 per cent higher than during the same period 
last year, while according to the collective agreements wages should have 
risen by only 4.3 per cent. Since productivity can no longer increase as 
much as it did in the earlier phase of the upswing, continued development 
on these lines will in the long run increase the pressure on prices even 
though competition is now, as is known, keen. 
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Wage agreements are valid in The development of prices and wages, by quarter 
practically all branches. In most 
cases they will continue without me 


separate negotiations through i a 
1962, but provide for an in- 
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crease, usually of 3 per cent, at a 


the beginning of the year. 
110 


The money market 








The situation on the money 





market has remained largely un- aera nee eee eer 
1958 1959 1960 1961 











changed in recent months. De- 





1. Average hourly earnings in indust 
posits accepted by monetary ~~ 2. Consbuer pyrite” ™ industry (men) 


institutions have developed 
about as well as they did a year ago, but since the demand for credit has 
also greatly increased, the general monetary situation has grown no easier. 

The increase in deposits accepted by a// monetary institutions in January— 
July was 40 500 million marks (7.5 per cent) as against 36 500 million (8 per 
cent) a year ago. The considerable increase in wage-earnings and income 
from forest sales has undoubtedly contributed to this favourable develop- 
ment of deposits. The increase is still surprisingly great even considering 
that Government bond issues and share issues by joint-stock companies 
have tied considerably more of the general public’s funds than last year. 
It may be pointed out, by way of example, that no less than 4 000 million 
Fmks were used to purchase shares from the two big banks alone. It is 
fairly certain that this investment must, in part, at least, have taken place at 
the expense of deposits. 

Cheque account funds, including postgiro accounts held by the general 
public, contracted in January—June by some 2 500 million. In 1960 the 
corresponding reduction was 5 200 million. Apart from these changes of a 
primarily seasonal character, the cheque account total has remained almost 
steady from the beginning of 1960, but business activity has increased 
throughout this period, so that the liquidity of enterprises may be said to 
have weakened. As a result of contraction in cheque accounts, the increase 
in total deposits accepted was 38 000 million against 31 300 million a year ago. 

Credits granted to the general public (including the central bank and the 
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savings funds, whose deposit figures are here entered against credits of 
equal amount) have developed in much the same way as last year. The 
increase by the end of July was 68 500 million as against 68 600 million last 


Time deposits and sight deposits in monetary institutions, 1 000 million mk 





July 31, 1961 Increase from the beginning of the year 























Institution Time Sight oghs ugto 
deposits | deposits'| Time Sight Time Sight 
= deposits | deposits | deposits | deposits 
Commercial banks 195.2 54.1 13.8 — 1.0 14.9 — 18 
Savings banks 192.5 6.2 12.5 — 07 10.3 — 05 
Co-op. credit societies and 114.7 6.7 9.4 0.7 7:9 — 0.5 
Co-op. Central Bank 
Post Office Savings Bank §2.2 12.1 3.7 — 15 2.0 — 2.4 
Co-op. Savings funds 26.6 - Ia - 1.4 - 
Mortgage Bank of Finland 0.0 0.1 — 0.0 0.0 — 00 0.0 
Total 581.2 79.2 40.5 — 2.5 36.5 — §.2 


Including postgiro accounts 


year. The increase in credits granted was relatively slightly smaller than the 
figure for 1960: 10.4 per cent instead of 12.6 per cent. The commercial banks 
have shown obvious reticence whereas in other monetary institutions credit 
accommodation has proceeded more easily. Total credit accommodation 
by the monetary institutions at the end of July 1961 amounted to 730 600 
million while the corresponding figure for the previous year was 612 000 
million. The total has thus increased in one year by no less than 118 600 
million, or 19.4 per cent. In comparison, it might be mentioned that deposits 
accepted have risen during the same period by 93 000 million or 16.4 per 
cent. 

The liquidity of the commercial banks has remained hard-pressed through- 
out. Although deposits developed as favourably as they had in the previous 
year and although credit expansion has clearly abated, the difference between 
deposit and credit figures has nevertheless grown. The surplus of credits 
granted was 34900 million at the end of July, after being 24 000 million 
at the beginning of the year and 22 500 million a year ago. Rediscounts, 
however, have ceased to increase; at the end of July, the banks had re- 
discounted bills equalling 16 400 million, as against 16 000 million in July 
1960. A considerable proportion of the increase in credit accommodation 
has been covered by such steps as increasing the foreign credits accepted 
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by the banks and using funds the banks have accrued from their share 


issues. The situation can hardly be expected to ease appreciably in the near 
future even though credit requirements may slacken seasonally towards 
the end of the year. 


Deposits accepted and credits granted by the monetary institutions, 1 000 million marks 














July 31, 1961 | Increase from the beginning of the year 
oe — Coots 1961 | 1960 
: y to Deposits | Credits | Deposits | Credits 








the general public 











Commercial banks 249.2 284.1 12.8 23.6 13.1 32.3 
Savings banks 198.7 170.5 11.8 15.7 9.8 11.6 
Co-op. credit : ocieties and : 

Central Bank 121.4 133.6 10.1 16.2 7.4 10,2 
Post Office Savings Bank? 64.3 43.6 2.2 4.1 — 04 2.8 
Co-op. savings funds? 26.6 26.6 It It 1.4 1.4 
Mortgage banks 0.1 48.4 0.0 3.2 0.0 7.9 

Total 660.3 706.8 38.0 63.9 31.3 66.2 
Bank of Finland - 23.8 - 4.6 - 2.4 | 

Grand total 660.3 730.6 38.0 68.5 31.3 68.6 


1 Postgiro accounts are included in deposits accepted. 
2 Deposits accepted by savings funds are entered as identical amounts in credits granted 


In conclusion, a few words about Bank of Finland affairs. By the end of 
July, the amount of money in circulation had increased only by 2 800 
million if the net increase in the foreign exchange reserve and in the credit 
granted by the Central Bank to private persons and the Government are 
taken as a guide. The liquidity of the banks has thus remained relatively 
unchanged. But last year, at the same point, no less than 12 800 millions, 
calculated in the same way, were withdrawn from circulation, as a result of 
which the position of the banks was then essentially tightened. 

Public finance has this year developed more favourably than was 
expected. At the end of July, the Government had a net credit of 8 100 
million with the Central Bank while at the same point last year it had a net 
debt of 1 900 million. It looks as if the predicted cash crisis can be avoided 
this year even though the Government’s financial situation will deteriorate 
in the autumn. 

The monetary policy pursued by the Bank of Finland has not changed 
recently. The cash reserve agreement concluded in the spring became 
effective in early May, and as a result part of the increase in deposits accepted 
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Deposits cepted end ada grand ly com- over and above last yea’ in- 
crease is now frozen for one 
. 7 year with the Central Bank. 
This clause in the agreement 
affected the commercial banks 
for the first time in August, 
when the reserves deposited 
amounted to 800 million. To- 
wards the end of the year, the 
banks will probably have to 
deposit considerable amounts 
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as cash reserves with the Cen- 














Distitisiistitiiitiriis poriititiistiiisitisiies 


1958 1959 1960 1961 | tral Bank. The amounts, for 


1. Credits granted to the general public j i : 
2. Deposits accepted from the general public commercial banks, will depend i 











essentially on the development 
of cheque accounts for deposit accounts are unlikely to rise at all above 


their last year’s level at this time. 


























Commercial banks and the Bank of Finland, 1 000 million mk j 
Change from the j 
July, 31 beginning of the year| . Change ‘a 
1961 in 12 months 4 
| 1961 | 1960 | : 
Commercial banks 
Deposits 195.1 13.8 14.9 29.7 i 
Cheque accounts 54.1 — 10 — 1.8 O.1 by 
Deposits by general public 249.2 12.8 13.1 29.8 i 
Bills of exchange 120.7 6.4 11.9 11.8 
Loans 137.7 14.9 17.8 27-5 3 
Cheque account credits 25.7 2.3 2.5 2.8 3 
Credits to general public 284.1 23.6 32.2 42.1 i 
Re-discounted bills 16.4 — 4.4 13.2 0.2 
Bank of Finland 3 
Foreign currency reserve “4 
(net) 71.4 6.9 — 9.4 9.8 4 
Net credit to the State — 81 — 8.8 — 5.7 —10.0 4 
Net credit to general public 22.5 4.7 2.3 6.2 
Total 85.8 2.8 —12.8 6.0 
Net credit to banks 16.2 — 2.5 15.1 0.5 m 
The interest level has been kept virtually unchanged throughout the 4 


present upswing. Permission has been granted, it is true, to extend to a 
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Development of share prices 
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A. Industrial shares 
B. Bank shares 


certain degree the differentiation between interest rates on credits granted. 
This question is discussed in the opening article of this issue by the Bank’s 
Chief General Manager, Mr. O. Toikka. 


The security market 





Business on the Stock Exchange has been slack during the summer. 
Stock Exchange turnover in June remained slightly lower than in June 1960, 
and in July fell still further, with the result that the month’s turnover was 
down to 127 million marks, decidedly the low-water mark since the hiatus 
in the summer of 1958. Shares, however, had changed hands during the 
winter and spring much more briskly than in the previous year, and the 
total turnover for January— August exceeded the corresponding 1960 figures 
by approximately 13 per cent, or 1 851 million marks. The increase came 
almost entirely from bank securities and the subscription rights connected 
with numerous share issues. The exchange of industrial and other securities 
remained at roughly the same level as that of 1960. 

Prices, except for a definite rising trend during the early weeks of the 
year, have generally gently declined. The Unitas index for industrial shares, 
showing 633 points at the beginning of the year, rose in the third week of 
February to 656 but had by the end of August fallen to 611 points. The mean 
prices of industrial shares were by then at a level some 3 per cent below 
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that of the beginning of the year and some 5 per cent below the 


corresponding level in 1960. The prices of bank shares, on the other hand, 
have remained at a level slightly less than 8 per cent higher than at the 
turn of the year and some 7 per cent above last year’s level. It might be 
added that the index figure for bank securities at the beginning of the year 
was 161 and that by mid-February it reached the record level of 181 points. 
During the spring, however, the banks showed a considerable weakening, 
while during the summer the rates returned closer to the winter’s peak 
level — at the end of August, the index registered 174 points. 

The weightiest reason for the recent drop in Stock Exchange rates has 
probably been the high number of stock issues. Subscriptions of new shares 
have attracted so much money that interest in old shares has slackened. 
When one remembers that subscriptions for new shares have this year 
totalled over 7 000 million marks — plus another 6 000 million from the 
general public for Government Bonds — this may suffice to account for 
the weakening general trend of Stock Exchange rates this year. It might 
otherwise be difficult to interpret against the background of recent business 
trends and the healthy balance sheets of business enterprises. 
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Explanation of signs: 


* Preliminary data 
Logically impossible data 

.. Data not available 

— Nothing to report 

o Averages 

Mrd mk=1 000 mill. marks 
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NATIONAL INCOME, 1000 mill. mk 
Gross Gross Gross Net Net 
Con- domestic Transfers national national national national 
Year sumption invest- abroad income product product income 
ments (net) | - 
at market prices at factor cost 
1938 27.65 8.15 + 0.44 36.24 36.39 29.74 29.59 
1948 283.38 107.48 + 3.59 394.45 395.72 306.78 305.52 
- 1952 555-52 258.95 —13.40 801.07 803.89 612.99 610.17 
1953 555-47 246.28 +11.21 812.96 815.32 615.38 613.02 
1954 596.22 279.55 +13.13 888.90 891.34 682.00 679.56 
1955 658.33 311.52 +14.40 984.25 986.40 769.93 767.80 
_ a 1956 752.67 370.91 —12.59 I I10.09 | 1 112.58 867.89 865.40 
1957 817.01 384.56 — 2.36 1199.21 | I 202.05 906.11 903.27 
1958 . 855.12 396.73 +24.41 1 276.25 | 1 280,02 965.03 961.26 
1959* 918.03 434.46 + 8.66 I 361.15 I 362.91 I O19.91 I 018.15 
1960* 1 016.70 542.50 —11.40 1 547.80 | 1549.60 | 1157.80 | 1156.00 
COMPOSITION OF THE NATIONAL PRODUCT 
1960° | 1948 1938 1960* 1948 1938 
Trade 
1000 mill. mk % 
Agriculture ........ 139.10 61.24 5.84 12.0 20.0 19.6 
a) Hunting and fishing . . 4.60 2.54 0.20 0.4 0.8 0.7 
ere 106,10 3.4.20 4.60 9.2 It. 15.5 
Manufacturing ...... _ 356.40 96.53 7.68 30.8 31.5 25.8 
[a rere 115.00 23.64 1.47 9.9 7-7 4.9 
Transport, 
communications .. 92.60 19.26 1.68 8.0 6.3 5.6 
Commerce, banking, 
insurance ........ 139.30 3.2.51 2.99 12.0 10.6 10.1 
Public activities ...... 134.20 24.59 2.35 11.6 8.0 7.9 
Other services ...... 70.50 12.27 2.94 6.1 4.0 9.9 
Net national product I 157.80 306.78 | 29.74 100.0 100,0 100,0 
Net national product at factor cost 
1, Real 2. Per capita 
a 4 | 1954 2100 ox 
e2.s L 4140 + 4140 
LL 7 4130 4130 
4120 + 120 
10+ 4110 
100 + -{i00 
will - || 90 
"a » Til 
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CONSUMER PRICES AND COST OF LIVING 





Consumer price index X-XII 1957=100 


Cost of living index 










































































Year Lighting X 1951=— | 1938/39— 
Month ee | tae Rent °& Clothing | Sundries | ¢2”, | <i”. 
heating ; index index 
1955 78 75 68 81 91 83 100 1 063 
1956 87 86 81 92 95 88 III 1 187 
1957 97 97 96 96 100 96 124 1 346 
1958 103 103 102 99 103 105 132 1 469 
1959 105 103 104 95 TO$ 109 134 I 492 
1960 108 108 110 95 107 III 138 I 540 
1960 April 108 107 109 95 106 III 138 I 535 
May 108 108 109 94 106 III 138 I 535 
June 108 109 109 94 106 III 138 I 541 
July 109 IIO 109 94 107 III 139 I 546 
August 109 109 109 94 107 III 138 I 544 
September] 109 109 109 95 108 III 138 I 544 
October 109 107 113 95 108 III 139 1 546 
November} 110 109 113 95 108 III 140 1559 
December IIo IIO 113 96 108 III 140 I 561 
1961 January 110. 110 113 96 108 112 140 1 567 
February 110 III 113 97 108 110 140 I 563 
Match 110 IIo 113 97 108 IIO_ 140 I 561 
April 110 III 113 97 108 III 140 1 565 
May 110 III 113 97 108 III 140 1 567 
June 110 109 113 97 108 III 140 1558 
July 110 IIo 114 97 108 III 140 I 563 
COST OF BUILDING, 1951=100 
Interest 
Year General | Building Sub- Wages General ao Fees to on 
Month index materials | contracts costs Poo so experts yr 
1955 103 96 104 113 106 104 104 88 
1956 109 IOI IIo 123 114 IIo 110 91 
1957 113 105 113 127 119 II§ 114 93 
1958 117 112 119 124 120 118 118 96 
1959 118 110 121 128 121 119 119 97 
1960 122 114 123 135 128 123 123 100 
1960 April 120 113 123 129 123 121 121 98 
May 121 113 123 132 128 122 122 100 
June 122 114 124 134 129 123 123 100 
July 123 114 124 136 130 124 124 IOI 
August 123 115 124 135 130 124 124 IOI 
September] 124 114 124 140 131 125 125 102 
October 126 114 124 145 133 127 127 103 
November| 125 114 124 143 132 126 126 103 
December 125 114 124 | 142 132 126 126 102 
1961 January 125 114 127 141 132 126 126 103 
February 126 114 127 143 135 127 127 103 
March 127 115 128 144 135 128 128 104 
April 127 114 128 145 136 128. 128 104 
May 128 114 128 147 136 129 129 105 
June 128 114 128 148 136 129 129 105 
July 129 114 129 154 138 130 130 106 
144 
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WHOLESALE PRICES, 1935 =100 





Wholesale prices for home market goods 












































Year 
icult. Fo i 
Month av ig — a - pues me my — 
Domestic 
1938 114 118 117 145 110 104 
1956 1 785 1 869 1 926 2975 I 478 1 605 
1957 I 954 1 980 2 103 2 947 I 615 1 897 
1958 2 113 2125 2 193 3 106 1 773 2 085 
1959 2 096 2134 2 198 3 060 1 801 2 016 
1960 2178 2 253 2 338 3 313 1 868 2 016 
1959 August 2092 2132 2 240 3 005 I 803 2 005 
September 2114 2 163 2 261 3 086 1 820 2 008 
October 2134 2 187 2 251 3 198 1 825 2020 
November 2 141 2 201 2 278 3 203 1 838 2 014 
December 2144 2 203 2 284 3 202 1 840 2 017 
1960 January 2 161 2 221 2352 3, 200 1 849 2 033 
February 2 163 2 228 2351 3 199 1 862 2 022 
March 2 166 2 231 2 367 3 196 1 861 2029 
April 2 168 2234 2 373 3 205 I 863 2 026 
May 2171 2 238 2 356 3 230 I 865 2028 
June 2 168 2 239 2 338 3 242 1 868 2 017 
July 2 170 2 246 2 360 3 243 I 873 2 010 
August 2173 2 247 2 294 3 307 1 875 2 014 
September 2 191 2275 2 285 3 452 1 875 2011 
October 2.192 2 283 2 281 3 495 I 875 I 998 
November 2 205 2 299 2 368 3 495 1 873 2 003 
December 2 202 2 296 2 333 3 495 1 879 2 002 
1961 January 2 203 2 295 2 312 3 494 I 885 2 006 
February 2 210 2 304 2 320 3 §29 I 885 2011 
March 2 202 2 294 2 275 3 529 1 883 2 006 
April 2 206 2 299 2 260 3 564 1 884 2 009 
May 2 210 2 303 2 266 3 563 1 890 2011 
June 2 188 2 296 2 223 3 565 1 890 1.958 
July 2 186 2 309 2 294 3 566 1 890 I 922 


Wholesale prices, 1935 = 100 
1. General index 


2. Domestic goods 


3. Imported goods 
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BANK OF FINLAND 




















































































































Foreign " P : 
: Red Ch Net cl Net claims| Lo 
Year > — ted = 9 pos a a the Bank 
Month (net) bills the banks | Treasury public rate 
mill, mk % 
1938 2 086 3322 - 726 | — 244 I 075 4.00 
1956 60735 | 24808 | 33 665 1 167 6300 | 20264 6.50 
1957 60640 | 33860 | 24911 2 405 6 911 26 773 6.50 e-~-n-% 
1958 65 075 55 380 18 707 1 474 | —3 280 22 §94 6.50 
1959 69 435 | 70950 | 4718 | 3856 | 7665 | 13996 6.00 
1960 72735 | 64545 | 20513 1 683 807 | 17 824 6.00 
1959 August 62 808 | 66 209 120 2 010 4.098 17 457 6.00 o.e 
September 62 467 | 66847 400 644 1468 | 16275 6.00 
October 64 583 | 68 gor 486 I 387 5 425 14 740 6.00 
November 65 427 | 72058 315 I 556 3 481 14 416 6.00 
December 69 435 | 70950 4718 3 856 7 665 13 996 6.00 
1960 January 62949 | 68936 2428 | — 164 1177 | 13950 6.00 
February 64854 | 66806 3054 85 4122 | 14927 6.00 
March 64013 | 63 163 4 620 749 737° | 15 793 6.00 
April 65 815 | 60696 | 13072 56 393 | 16 203 6.00 
May 67376 | 59836 | 13 811 951 5136 | 16631 6.00 
June 69 698 | Goooo | 18 493 691 2368 | 16554 6.00 
July 69 463 | 61564 | 16046 294 1950 | 16337 6.00 
August 67967 | 62901 16 028 332 | — 569 15 484 6.00 ¢-a3 
September 70391 | 62400 | 17699 105 | — 10 | 15 364 6.00 
October 69990 | 62149 | 18660 | — 26 | — 591 14 767 6.00 
November’ 71531 | 62050 | 16977 208 2529 | 15 507 6.00 ‘ 
December 72 735 64 545 20 513 I 683 807 17 824 6.00 ad 
1961 January 69 588 | 68291 | 10701 572 4773 | 16799 6.00 
February 72673 | 69764 | 11636 | — 55 2073 | 18063 6.00 
March 75.994 | 70328 | 14317 313 2607 | 18994 6.00 
. April 75 252 | 71570 | 18441 642 | —5 256 | 19521 6.00 
May 74836 | 70667 | 17099 7oz | —4587 | 20440 6.00 
June 76 991 7° 584 18 277 1528 | —6902 22 217 6.00 
July 75.098 | 71 395 17 636 563 | —8078 | 22487 6.00 
Bank of Finland; credits and exchange reserve, 1000 mill. mk 
1. Notes in circulation 3. Net claims on the banks 
2. Exchange reserve (net) 4. Net claims on the Treasury 
; 5. Net claims on the public 
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COMMERCIAL BANKS 


















































1. Deposits 


2. Credits 


3. Rediscounts 


Deposits 
urplus is- . 
Year Time Sight Credits of dupeute ae bed —— 
Month deposits deposits (+) bills 
mill. mk % 
1938 7549 | 1944 8944/+ 549| — 1 476 3-50 
1956 96 807 | 38614 | 162663 | —27 242] 28672 14 520 5-75 
1957 103 223 | 37708 | 160379 | —19 448 | 21 761 14 666 5-75 
1958 122 256 | 39568 | 174542 | —-12718| 16 605 15 505 5.00 
1959 150548 | 55749 | 209686 |— 3389/ 2965 | 16579 4.50 
1960 181 355 | 5§5 083 | 260460 | —24022| 20767 | 17 333 4.50 
1959 August 138 372 | 47447 | 184965 |+ 854 120 15 875 4.50 
September 138 873 | 49915 | 190749 | — 1961 400 | 15 875 4.50 
October 140 531 | 50061 | 196254 | — 5 662 - 15 875 4.50 
November 142 703 | 52776 | 200782 | — 5 303 - 15 875 4.50 
December 150548 | 55749 | 209686 | — 3389] 2965 | 16579 4.50 
1960 January 152020 | 50345 | 211026 | — 8 661 1158 | 16579 4.50 
February 155 065 | 51520 | 217135 | —10550 3 513 16 600 4.50 
March 158941 | 51761 | 222749 | —12 047 4 Gar 16 878 4.50 
April 160 943 | 49694 | 230905 | —20268 | 12342 | 16878 4.50 
May 163 190 | 53991 | 232510 | —15 329 | 13 081 16 878 4.50 
June 163976 | 54253 | 239 831 | —21602| 17765 16 878 4.50 
July 165 457 | 53.943 | 241923 | —22523 | 16127 | 16878 4.50 
August 166 963 | 54126 | 243094 | —22005 | 15 857 | 16878 4.50 
September 167902 | 57022 | 246811 | —21 887 | 17087 | 16878 4.50 
October 169 665 | 55 268 | 251340 | —26407| 17568 | 16878 4.50 
November 172009 | 58138 | 254278 | —24131 | 15 865 16 878 4.50 
December 181 355 | 55083 | 260460 | —24022| 20767 17 333 4.50 
1961 January 183 547 | 57747 | 258453 |-17159| 10686 | 17333 | 4.50 
February 187051 | 55937 | 262151 | —19 163 | 11 581 17 413 4.50 
March 188 948 | 55 107 | 269 453 | —25 398 | 14417 | 18 709 4.50 
April 190 960 | 50428 | 275 988 | —34600| 18409 | 20285 4.50 
May 193 505 | $3232 | 277495 | -30758| 15 441 21 O14 4-50 
June 194172 | 54622 | 283 752 | —34.958 | 17606 | 21 287 4.50 
July 195 154 | 54078 | 284060 | —34828 | 16356 | 22 232 4.50 
Deposits and credits in the commercial banks, 1 000 mill. mk 
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TIME DEPOSITS IN MONETARY INSTITUTIONS, mill. mk 
































Post Credit 
Year Commer- Savings Office Societies &| Co-op. Mortgage 
Month cial banks Savings their Savings institu- Total 
banks Bank Central Funds tions 
Bank 
1938 7 549 7 532 jo2 1 276 70° 4 17 563 
1956 96 807 | 112 402 | 34162 63 532 | 16013 38 322954 
1957 103 223 | 117859 | 33 960 67111 | 16 823 32 339 008 
1958 122 256 | 131 260 | 38167 74272 | I9 191 29 385 175 
1959 150 548 | 152730 | 43120 | 85976 | 21913 29 454 316 
1960 181 355 | 180069 | 48524 | 105 241 | 25 434 31 540 654 
1959 August 138 372 | 140510 | 40919 79 301 | 20407 29 419 538 
September 138 873 | 141 980 | 41038 80 302 | 20673 29 422 895 
October 140 531 | 144298 | 41 180 81167 | 20 891 29 428 096 
November 142 703 | 146558 | 41 442 82608 | 21172 29 434 512 
December 150 548 | 152730 | 43 120 85.976 | 21 913 29 454 316 
1960 January 152020 | 154071 | 43 474 87069 | 22 303 29 458 966 
February 155 065 | 156103 | 44261 88 975 | 22710 22 467 136 
March 158941 | 159 110 | 44716 91 527 | 23 093 23 477 410 
April 160 943 | 160117 | 44681 92599 | 23 219 24 481 583 
May 163 190 | 161794 | 44750 | 93929 | 23 278 24 | 486 965 
June 163 976 | 161612 | 44773 93 361 | 23 205 29 486 956 
July 165 457 | 162867 | 45098 | 93882 | 23 324 27 490 655 
August 166 963 | 165 110 | 45513 | 94973 | 23 464 27 496 o50 
September 167 902 | 166663 | 45 628 96 568 | 23951 29 500 741 
October 169 665 | 168997 | 46278 97918 | 24229 32 507 119 
November 172 009 | 172051 | 46685 | 100128 | 24580 30 515 483 
December 181 355 | 180069 | 48524 | 105 241 | 25 434 31 540 654 
1961 January 183 $47 | 182130 | 49330 | 107013 | 25 949 31 548 000 
February 187 051 | 185 155 | 50430 | 109651 | 26392 29 558 708 
March 188 948 | 188 411 | 51 107 | 112293 | 26726 30 567 515 
April 190 960 | 190130 | 51395 | 113 823 | 26802 31 573 141 
May 193 505 | 191939 | 51519 | 114856 | 26750 31 578 600 
June 194172 | 191 401 | 51594 | 114125 | 26514 22 577 828 
July 195 154 | 192526} 52188 | 114687 | 26580 21 581 156 








Time deposits in monetary institutions, 1 000 mill. mk 


1. Savings banks 
2. Commercial banks 


3. Co-op. Credit Soc. 
4. Post Off. Sav. Bank 
5. Other monetary institutions 
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TOTAL DEPOSITS IN MONETARY INSTITUTIONS, mill. mk 
































Total deposits in monetary institutions, 1 000 mill. mk 


1. Time deposits 


2. Si 


ight deposits 








Co-op. 
Year Commer- Savings Oates dae Co-o P- Mortgage 
c . r Sa 8 institu- Total 
Month banks banks —_—- 2 Funds tions 
a8 Bank 
1938 9 493 7 716 502 I 381 700 6 19 798 
1956 135 421 | 117072 | 34162 66 198 | 16013 51 368 917 
1957 149 931 | 122666 | 33 960 70713 | 16823 53 385 146 
1958 161 824 | 136453 | 38167 | 79039 | 19191 76 434 750 
1959 206 297 | 159000 | 43 120 91699 | 21 913 65 522 094 
1960 236 438 | 186983 | 48524 | 111232 | 25 434 77 608 688 
1959 August 185 819 | 146037 | 40919 84318 | 20407 68 477 568 
September 188 788 | 148 260 | 41 038 86520 | 20673 67 485 346 
October 190 592 | 150889 | 41 180 87228 | 20891 73 490 853 
November 195 479 | 153 033 | 41 442 87984 | 21172 78 499 188 
December 206 297 | 159000 | 43 120 91699 | 21913 65 522 094 
1960 January 202 364 | 159 502 | 43474 | 91667 | 22 303 63 519 373 
February 206 585 | 161 338 | 44261 93 553 | 22710 63 528 510 
March 210 702 | 164947 | 44716 96 599 | 23 093 89 540 146 
April 210 637 | 165.974 | 44681 97428 | 23 219 91 542 030 
May 217 181 | 168 109 | 44750 99 365 | 23 278 83 552 766 
June 218 229 | 167622 | 44773 98 478 | 23 205 81 552 382 
July 219 400 | 168685 | 45098 | 99095 | 23 324 94 555 696 
August 221 089 | 171639 | 45513 | 101675 | 23 464 94 563 474 
September 224 924 | 173 373 | 45 628 | 102873 | 23 951 82 570 831 
October 224 933 | 175 566 | 46278 | 103 763 | 24229 89 574 859 
November 230 147 | 178 816 | 46685 | 106119 | 24580 103 586 450 
December 236 438 | 186983 | 48524 | 111 232 | 25 434 77 608 688 
1961 January 241 294 | 188 411 | 49330 | 113 236 | 25 949 83 618 303 
February 242 988 | I91 122 | 50430 | 115 613 | 26392 100 626 645 
March 244055 | 194949 | 51107 | 118241 | 26726 85 635 163 
April 241 388 | 196417 | 51395 | 120977 | 26 802 60 637 039 
May 246 737 | 198 848 | 51519 | 121322 | 26750 65 645 241 
June 248 794 | 197856 | 51594 | 120055 | 26514 63 644 876 
July 249 232 | 198 752 | 52188 | 121378 | 26580 82 648 212 
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CREDITS IN MONETARY INSTITUTIONS, mill. mk 
; P. Credit ‘ 
it 
Year —- Savings Office Societies og Total _ 
Month banks | Danks | Savings | & their | tions Finland 
Bank 
1938 8 944 6 136 - 2129 1 688 18 897 1177 
1956 162 663 | 102 830 | 26232 76 760 | 14690 | 383175 | 25 467 
1957 160 379 | 106640 | 26047 | 78064 | 15 717 | 386847 | 27334 
1958 174.542 | 115 481 | 29027 83 503 | 21931 | 424484 | 23 119 
1959 209 686 | 132663 | 33 138 96715 | 32578 | 504780 | 16688 
1960 260 460 | 154780 | 39496 | 117441 | 45 216 | 617393 | 19174 
1959 August 184.965 | 126191 | 31599 909 550 | 27689 | 460994 | 17 698 
September 190 749 | 127980 | 32 369 91957 | 28771 | 471826 | 16946 
October 196 254 | 129 702 | 32 566 93 800 | 29229 | 481551 | 16840 
November 200 782 | 131 592 | 32626 94 833 | 30241 | 490074 | 17212 
December 209 686 | 132663 | 33 138 96715 | 32578 | 504780 | 16688 
1960 January 211026 | 134342 | 33 510 97496 | 33337 | 509711 | 16 855 
February 217 135 | 135 681 | 33 884 98116 | 34089 | 518905 | 17 787 
March 222 749 | 137133,| 33984 | 100212 | 35 225 | 529303 | 18 416 
April 230904 | 139 152 | 34.484 | 102531 | 37049 | 544120 | 18754 
May 232510 | 141062 | 35 356 | 104208 | 38826 | 551962 | 19377 
June 239 831 | 142505 | 36316 | 104888 | 39657 | 563197 | 19351 
July 241 923 | 144324 | 35974 | 106948 | 40506 | 569675 | 19 046 
August 243 093 | 146.999 | 37447 | 108 866 | 41315 | 577720 | 18 325 
September 246 811 | 149369 | 38110 | 111 436 | 42166 | 587892 | 18 249 
October 251 340 | 151 323 | 39610 | 114280 | 43178 | 599731 | 17534 
November 254278 | 153391 | 40020 | 115 927 | 43972 | 607588 | 18 417 
December 260 460 | 154780 | 39496 | 117441 | 45216 | 617393 | 19174 
1961 January 258 453 | 156357 | 40168 | 118358 | 46425 | 619 761 | 18 855 
February 262 153 | 157905 | 40912 | 120124 | 46990 | 628084 | 19 466 
March 269 453 | 160357 | 41704 | 122553 | 47122 | 641189 | 20292 
April 275 988 | 163 607 | 41573 | 127376 | 47481 | 656025 | 20828 
May 277 495 | 166024 | 42692 | 129738 | 47410 | 663359 | 21 904 
June 283 751 | 168145 | 44054 | 130671 | 48214 | 674835 | 23 681 
July 284060 | 170452 | 43638 | 133639 | 48438 | 680227 | 23 766 
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Credits in monetary institutions, 1 000 mill. mk 


1. Loans 


2. Bills 


3.-Overdrafts 
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STATE FINANCES, 


1000 mill. mk 


































































Public Debt Cash revenue of the State 
Year Cash 
Penis . — 
Month Foreign | Internal | Total | and pro- | P'FB*** | Total ‘aan 
perty tax 
1938 I.t 1.4 2.5 I.1 - 5-4 5-1 
1956 61.5 66.6 128.1 59.1 60.5 251.3 268.5 
1957 81.8 69.9 151.7 64.5 69.7 283.8 291.5 
1958 79.0 68.3 147.3 54.1 65.7 299.0 305.0 
1959 76.6 77.0 153.6 64.6 75.2 325.1 345.6 
1960 74.4 67.5 141.9 74.9 88.8 364.2 375-3 
1959 July 74.1 75.3 149.4 7.6 6.6 29.6 25.9 
August 74.1 80.1 154.2 8.1 6.1 25.4 30.9 
September 78.0 84.1 162.1 0.8 6.6 22.3 26.5 
October 78.0 79.3 157.3 8.8 6.8 30.1 25.6 
November 77-5 78.6 156.1 8.8 6.7 28.6 27.4 
December 76.6 77.0 153.6 1.6 9.0 38.0 39.6 
1960 January 76.6 70.6 147.2 6.4 5-4 25.4 24.6 
February 76.6 72.7 149.3 6.6 6.5 31.0 36.8 
March 76.1 78.2 154.3 4.2 6.1 24.0 30.7 
April 76.1 72.4 148.5 7.9 7.4 31.8 25.6 
May 75.7 73-5 149.2 4.3 7-5 28.4 30.4 
June 75.4 72.3 147.7 6.8 7-5 30.4 29.7 
July 75.2 69.8 145.0 5.1 8.1 30.0 27.9 
August 75:2 69.4 144.6 7.8 7.4 34.0 35.8 
September 74.5 70.5 145.0 2.8 7.0 28.1 29.9 
October 74.4 65.0 130.4 8.1 8.0 33.5 28.8 
November 73.8 67.9 141.7 4-7 8.0 25.8 29.0 
December 74.4 67.5 141.9 10,2 9.9 41.8 46.1 
1961 January 74-4 74-9 149.3 —3.0 5-4 17-5 29.4 
February 75-2 77:7 152.8 6.1 7-4 30.0 34.2 
March 74-4 72.8 147.2 15.1 7-4 40.2 37-5 
April 74.6 68.1 142.7 6.5 8.2 31.9 27.6 
May 75-4 72.2 147.6 5.5 7.9 31.4 39.9 
June 76.2 68.2 144.4 II.0 8.4 34.2 3.4.2 
Public debt, 1000 mill. mk 
1. Foreign 2. Internal 
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INDUSTRIAL PRODUCTION, 1954=100 

Special indices 
a a. me wenn pos Pane + a — Other 
Month tries goods goods goods rag ede. indus- 
: tries tries tries 
1938 49 = 71 37 46 
1955 eet 116 109 113 108 III Itt 
1956 114 117 110 120 102 113 118 
1957 117 119 116 118 110 II§ 117 
1958 113 III 113 112 113 107 110 
1959 123 118 125 122 123 120 120 
1960* 140 140 143 134 147 140 132 
1959 July 98 77 105 95 115 81 95 
August 126 119 126 130 122 121 129 
September 133 133 135 131 134 134 128 
October 139 132 144 134 137 137 136 
November 137 131 144 126 136 133 132 
December 129 131 133 122 129 133 121 
1960* January 127 127 132 120 132 128 116 
February 137 140 140 130 146 139 127 
March 154 160 156 147 164 159 143 
April 134 131 135 134 141 133 130 
May 145 144 148 141 158 | 145 137 
June 135 134 136 134 142 137 129 
July 106 88 118 92 138 go 92 
August 141 133 141 145 146 132 142 
September 150 151 152 145 153 152 143 
October 154 157 159 144 155 157 146 
November 153 162 157 142 151 159 145 
December 141 151 145 130 136 151 131 
1961* January 145 151 149 135 154 150 129 
k February 145 152 148 138 152 150 134 
March 160 166 164 152 173 165 147 
April 147 146 149 144 152 147 | 139 
May 154 155 155 151 159 154 | 147 
June 145 | 145 |} 144 146 148 146 | 140 
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PRODUCTION 


OF WOODWORKING INDUSTRIES 









































Mechanical 
— om Cellulose : pulp i Neweprint a oars & | Plywood 
Month | 
1 000 stds 1 000 tons ja 000 cu.m. 
1938 I O10 1 471 262 401 162 124 | 250 
1955 1 055 1 817 196 526 478 286 | 364 
1956 805 1 851 205 597 497 294 | «272 
1957 856 2 062 183 626 528 385 | 313 
1958 987 2 066 141 613 5§2 422 285 
1959 1 072 2 148 124 633 626 450 348 
1960* 1 361 2 466 181 754 698 524 414 
1959 July 91 163 9 44 54 40 19 
August 89 154 10 47 58 40 25 
September 86 191 8 61 58 41 34 
October go 206 13 62 59 42 34 
November 81 205 13 65 59 40 34 
December 93 180 12 57 51 38 32 
1960* January go 206 15 54 59 38 32 
February 116 200 15 63 57 39 37 
March 137 220 16 68 63 42 40 
April 128 182 15 51 50 42 33 
May 133 208 20 63 60 47 36 
June 137 17I 13 56 48 41 32 
July 118 193 16 66 56 46 23 
August 105 213 15 68 61 51 29 
September 107 219 16 67 59 44 38 
October IOI 229 15 69 66 47 39 
November 98 226 15 67 64 46 40 
December gl 200 9 60 57 41 37 
1961* January 103 223 15 7O 66 51 39 
February III 224 15 63 64 5° 37 
March 134 249 15 70 , 60 37 
April 119 214 14 58 64 54 30 
May 115 231 14 70 68 50 32 
June 125 199 12 69 58 49 24 

















Fellings for commercial purposes by fellings seasons, mill. cu.m. piled measure 


1. Large-sized timber 


2. Other timber 
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BUILDING 
Buildings Buildings under Building Dwelling 
completed construction permits granted houses 
Vier completed 
in centres 
Quarter Whole Centres of Whole Centres of Whole Centres of | of popu- 
country | populaton | country | population| country | population lation 
mill. cu. m number 
1938 16.10 3.68 oe 7770 
1955 20.25 8.40 23.75 12.71 25.29 10,82 16 876 
1956 19.92 10.95 21.58 12.07 21.68 10.99 19 106 
1957 20.81 10.89 19.07 10,21 18.83 8.66 19 631 
1958 19.29 9.32 18,82 10,10 18.17 8.57 17 798 
1959 19,88 9.84 20.46 11.89 22.64 11.73 18 608 
1960* 22,02 12.54 2.2.39 13.65 23.97 14.04 20 §70 
1956 I 3.59 2.79 17.76 10.39 3.52 1.64 4 269 
II 3.84 2.51 22.31 10.70 7.18 3.34 4.026 
Ul 5.35 2.56 23.83 12.13 6.17 3.43 4 613 
IV 7.14 3.09 21.58 12.07 4.81 2.58 6 198 
1957 I 3.87 2.79 20.26 I 1.03 3.86 1,62 4732 
I 3°15 1.81 22.89 11.79 5.98 2.40 3 287 
Il 5.95 2.89 22.62 11.04 4.62 2.22 5 183 
IV 7.84 3.40 19.07 10,21 4.37 2.42 6 429 
1958 I 3.22 1.97 18.52 19.93 3.13 1.24 3272 
Ii 3.25 1.85 21.29 10.36 5-44 2.09 2954 
Ill 5.70 2.40 20.99 9.86 4.59 2.13 5 028 
IV 7.12 3.10 18.32 10.10 5.01 3.11 6 544 
1959 I 3.22 1.91 18.16 10.47 3.88 1.91 2998 
II 3.10 1.54 21.74 11.36 7.16 2.63 2 863 
Ill 6.23 2.76 22.93 12.29 5.79 3.43 5 636 
IV 7.33 3.63 20.46 11.89 5.81 3.76 7 111 
\. 1960* =I 4.01 2.58 20.10 12.19 4.99 3.20 3 964 
II 4.10 2.44 24.77 14.36 7.32 3.68 3 839 
Il 5-76 3.12 24.98 14.17 6.08 3.34 5 027 
IV 8.15 4.40 22.39 13.65 5.58 3.82 7 740 
1961* I 4.88 3.32 21.17 13.14 5.34 3.23 5 700 
Buildings completed, mill. cu.m. 
1. Rural districts 2. Centres of population 
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FOREIGN TRADE, 1954=100 
















































































Imports Exports 
Year Raw 
. Metal- 
General | materials | Fuels | Finished | General | WOO! | Paper | ‘using 
Quarter | Sinden | amdsemi | amd | goods | inder | industry | industry | istuntry 
products ——— 
Prices 
1954 100 100 100 100 100 100 100 100 
1955 100 100 110 98 106 105 10§ II§ 
1956 105 103 128 99 106 104 109 106 
1957 122 118° 155 115 116 113 119 120 
1958 140 135 145 146 138 133 139 153 
1959 133 127 133 142 130 121 131 152 
1960* 133 130 118 | 144 133 133 132 146 
1960* I 138 133 127 151 131 124 130 159 
II 133 128 119 148 131 129 132 136 
Ill 131 130 113 139 134 132 133 153 
IV 136 133 116 150 134 136 133 140 
1961* I 132 126 120 149 134 135 134 133 
Volume 
1954 100 100 100 100 100 100 100 100 
1955 116 IIo 113 128 109 98 117 103 
1956 127 117 124 150 107 78 122 113 
1957 123 115 150 126 117 86 | 133 121 
1958 110 102 130 115 115 87 134 106 
1959 132 122 122 153 131 106 145 138 
1960* 168 148 161 202 152 127 164 155 
1960* I 176 165 157 197 157 IOI 177 153 
Il 195 167 168 240 158 142 165 158 
Il 155 128 187 198 144 136 165 110 
IV 146 135 144 165 153 123 154 189 
1961* I 214 184 205 256 179 128 209 153 
Export and import prices, 1954=100 
1. Export prices 2. Import prices 3. Terms of trade 
] 
[ "7 [— 
3 4160 =~} 4180 
F 4160 4160 
L 4140 a - " owt 4140 
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IMPORTS 
Raw | Of which: Of which: | Surplus 
Year materials —_ Finished ieiaan “ we Import 
d i- E ota +) or : 
Guster “finished Industrial lubricants ow ...-% imports — 
products goods (—) 
1000 mill. mk 

1954 86.4 80.5 17.3 48.4 19.6 152.1 + 4.5 19.5 
1955 94.9 86.3 21.5 60.5 26.3 176.9 + 4.3 27.2 
1956 104.3 93.4 27.4 71.8 28.4 203.5 —25.5 41.7 
1957 117.4 108.4 40.3 70.2 28.9 227.9 —15.5 42.4 
1958 119.5 IIL. 32.6 81.2 32.4 233.3 +14.6 40.2 
1959 133.8 125.4 28.1 105.4 37-7 267.3 + 0,0 43-4 
1960* 165.8 153.3 33.1 140.4 49-7 339.3 —22.8 48.1 
1960* I 37.8 34.6 71 30.9 10.6 75.9 —21.3 10.6 
II 42.6 39.1 6.7 41.4 13.4 90.7 —13.4 +32 

ll 38.8 36.2 8.9 31.5 10.4 79.2 +11.9 12.2 

IV 46.6 43.3 10.3 36.5 13.5 93.4 + oO. 12.1 

1961* I 39.9 37.4 8.8 39.7 15.2 88.4 —24.6 11.8 

% of im- 
% port value 

1954 56.8 52.9 11.4 31.8 12.9 100.0 12.8 
1955 53.6 48.8 12.2 34.2 14.9 100.0 15.4 
1956 51.2 45.9 13.5 35.3 14.0 100.0 20.5 
1957 51.5 47.6 17.7 30.8 12.7 100.0 18.6 
1958 51.2 47.6 14.0 34.8 13.9 100.0 17.2 
1959 50.1 46.9 10.5 39.3 14.2 100.0 16,2 
1960* 48.9 45.2 9.7 41.4 14.1 100.0 14.2 
1960* I 49.8 45.6 9.5 40.7 14.7 100.0 14.0 
II 46.9 43.1 7.4 45.7 14.8 100.0 14.4 

Ill 49.0 45.7 11.2 39.8 13.1 100.0 15.4 

IV 49.9 46.4 11.0 39.1 14.5 100.0 13.0 

1961* I 45.1 42.3 10.0 44.9 17.2 100.0 13.3 


























Imports (1 000 mill. mk) and their composition in percentage 


1. Industrial raw materials and semi-finished products 
2. Agricultural raw materials and semi-finished products 
5. Investment goods 


3. Fuels and lubricants 


4. Consumer’s goods 
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EXPORTS 
Of which: 

Year Agri- | Round | Industrial Other 
cultural timber Wood Pp Metal- Total 

Quarter products etc. mens industry entantey ner om 

products | products | industry 
1000 mill. mk 
1954 5.1 13.6 137.5 49.7 61.7 21.0 0.4 156.6 
1955 3.9 19.9 1§7-3 51.3 75.8 24.8 0.1 181.2 
1956 6.2 17.3 154.5 40.5 81.8 25.1 0.0 178.0 
1957 10.2 17.1 185.1 48.3 97.6 30.4 0.0 212.4 
1958 10.7 19.3 217.7 57.8 115.2 34.0 0.2 247.9 
1959 14.9 16.3 236.0 63.7 117.0 44.1 0.1 267.3 
1960* 16.0 20.6 279.5 84.2 133.7 47-4 0.5 316.5 
1960* I 4.1 1.6 48.8 8.7 29.3 8.5 Or 54.6 
I 3.9 4-3 68.9 19.8 34.4 11.2 0.2 77:3 
Til 3.7 9.6 77-7 31.2 33.9 8.5 0.2 gI.t 
IV 4-4 5.1 84.0 24.5 36.1 19.3 0.0 93-5 
1961* I 3.7 2.5 57.6 12.0 35.7 7.1 0.0 63.8 
- % 

1954 3.3 8.7 87.8 31.8 39.4 13.4 0.2 100.0 
1955 2.1 IT.0 86.8 28.3 41.8 13.7 0.1 100.0 
1956 3.5 9.7 86.8 22.7 45.9 14.1 0.0 100.0 
1957 4.8 8.1 87.1 22.7 46.0 14.3 0.0 100,0 
1958 4.3 7.8 87.8 23.3 46.5 13.7 O.1 100.0 
1959 5.6 6.1 88.3 23.8 43.8 16.5 0.0 100.0 
1960* 5.0 6.5 88.3 26.6 42.2 15.0 0.2 100.0 
1960* I 75 2.9 89.4 15.9 53-7 15.6 0.2 100.0 
Il 5.2 5.6 89.1 25.6 44.6 14.5 0.3 100,0 
Til 4.0 10.5 85.3 34.3 37.2 9.3 0.2 100.0 
IV 4:7 5-5 89.8 26.2 38.6 20.6 0.0 100.0 
1961* I 5.8 3.9 90.3 18.8 56.0 Ilr 0.0 100.0 





























Exports (1 000 mill. mk) and their composition in percentage 


1. Round timber 
2. Wood industry products 


3. Paper industry products 
4. Metal-using industry products 


5. Others 
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Helsinki Stock Exchange 
Home trade 
eae volume (1954= 100) Index for share prices, 1948= 100 Bank- 
Meath Turnover ruptcies 
on 
Wholesal Retail - Bank Industrial All Number 
caulis : os Mm. mk shares roy shares 
1938 222 123 43 50 547 
1956 121 117 3 553 151 565 487 973 
1957 114 111 2 648 134 500 430 I 057 
1958 109 105 1 837 130 446 385 918 
1959 121 112 2711 146 506 435 791 
1960 136 120 2 629 162 619 527 829 
1959 September 135 112 416 147 516 443 65 
October 130 117 340 152 543 465 78 
November 127 113 228 155 552 473 65 
December 136 151 235 158 572 489 44 
1960 January 101 91 200 164 606 518 60 
February 119 102 177 166 611 522 85 
March 134 108 217 164 614 524 80 
April 139 119 249 162 603 514 52 
May 144 125 253 159 587 sol 51 
June 132 121 181 160 598 510 54 
July 124 III 158 164 643 545 44 
August 150 120 211 163 649 549 80 
September 147 124 222 160 637 539 58 
October 147 128 272 160 638 540 89 
November 144 125 237 159 626 531 134 
December 151 162 253 161 621 528 42 
1961 January 113 102 228 172 640 546 68 
February 129 108 226 180 650 557 62 
March 149 119 324 177 634 544 48 
April 147 125 313 172 630 539 85 
May 153 138 300 171 628 537 47 
June 148 137 177 173 620 532 37 
July ae ne 127 178 619 533 22 
August 154 177 611 525 
Unitas index for share prices, 1948=100 
1. Bank shares 2. Industrial shares 
¥ | = —_ 
L 600 }- age 600 
2. | 
F 500 nat | +500 
r 400 fF 4400 
300 + +300 
r 1200 1 200 
i an ae 
L 100 + | 4100 
— oe a oe ae eee i 
1953 54 55 56 57 58 59 60 1959 1960 961 
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